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Ocean Energy Bureau, Interior § 203.56 

complete application for relief in-
cludes: 

(a) An administrative information re-
port (specified in § 203.83) and 

(b) A net revenue and relief justifica-
tion report (specified in § 203.84). 

§ 203.52 What criteria must I meet to 
get relief? 

(a) To qualify for relief, you must 
demonstrate that the sum of royalty 
payments over the 12 qualifying 
months exceeds 75 percent of the sum 
of net revenues (before-royalty reve-
nues minus allowable costs, as defined 
in § 203.84). 

(b) To re-qualify for relief, e.g., ei-
ther applying for additional relief on 
top of relief already granted, or apply-
ing for relief sometime after your ear-
lier agreement terminated, you must 
demonstrate that: 

(1) You have met the criterion listed 
in paragraph (a) of this section, and 

(2) The 12 required qualifying months 
of operation have occurred under the 
current royalty arrangement. 

§ 203.53 What relief will MMS grant? 

(a) If we approve your application 
and you meet certain conditions, we 
will reduce the pre-application effec-
tive royalty rate by one-half on pro-
duction up to the relief volume 
amount. If you produce more than the 
relief volume amount: 

(1) We will impose a royalty rate 
equal to 1.5 times the effective royalty 
rate on your additional production up 
to twice the relief volume amount; and 

(2) We will impose a royalty rate 
equal to the effective rate on all pro-
duction greater than twice the relief 
volume amount. 

(b) Regardless of the level of produc-
tion or prices (see § 203.54), royalty pay-
ments due under end-of-life relief will 
not exceed the royalty obligations that 
would have been due at the effective 
royalty rate. 

(1) The effective royalty rate is the 
average lease rate paid on production 
during the 12 qualifying months. 

(2) The relief volume amount is the 
average monthly BOE production for 
the 12 qualifying months. 

§ 203.54 How does my relief arrange-
ment for an oil and gas lease oper-
ate if prices rise sharply? 

In those months when your current 
reference price rises by at least 25 per-
cent above your base reference price, 
you must pay the effective royalty rate 
on all monthly production. 

(a) Your current reference price is a 
weighted average of daily closing 
prices on the NYMEX for light sweet 
crude oil and natural gas over the most 
recent full 12 calendar months; 

(b) Your base reference price is a 
weighted average of daily closing 
prices on the NYMEX for light sweet 
crude oil and natural gas during the 
qualifying months; and 

(c) Your weighting factors are the 
proportions of your total production 
volume (in BOE) provided by oil and 
gas during the qualifying months. 

§ 203.55 Under what conditions can my 
end-of-life royalty relief arrange-
ment for an oil and gas lease be 
ended? 

(a) If you have an end-of-life royalty 
relief arrangement, you may renounce 
it at any time. The lease rate will re-
turn to the effective rate during the 
qualifying period in the first full 
month following our receipt of your 
renouncement of the relief arrange-
ment. 

(b) If you pay the effective lease rate 
for 12 consecutive months, we will ter-
minate your relief. The lease rate will 
return to the effective rate in the first 
full month following this termination. 

(c) We may stipulate in the letter of 
approval for individual cases certain 
events that would cause us to termi-
nate relief because they are incon-
sistent with an end-of-life situation. 

§ 203.56 Does relief transfer when a 
lease is assigned? 

Yes. Royalty relief is based on the 
lease circumstances, not ownership. It 
transfers upon lease assignment. 
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